Phone (403) 276-9462

Diatex ﬂncoz/)oza ted
317 - 37th Hvenue N.E.
ealga'zy, Hlbenta
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March, 1981
Option to Purchase Agreement

Diatex Incorporated (Diatex) hereby agrees to purchase the
equipment listed in Schedule "A" attached hereto from Robert J. Barnes

and Ray Branscom Jr. (Owners) under the following terms:

1« Make a down payment of § Far 4a toward the purchase of

the equipment upon execution of this agreement.

2. Forward the remaining balance toward the full purchase

price of $75,000.00 . e days after execution of this agreemecat.

3. Title to the equipment shall not be transferred to purchaser

until the full price of $75,000.00 has been received by owners.

L. Upon receipt.of the full purchase price owners will execute

all documents required to transfer title to purchaser.

5. Diatex further agrees to assist owners in the sale of the

equipment listed in Schedule '"B'" attached hereto.

If the above terms are satisfactory, please sign and return two
copies of this agreement to our offices, at your earliest convenience,
whereupon this agreement shall become a binding agreement between the

parties hereto.

0002



AV

DIATEX INCORPORATED

—

~ A.F. Downey

President
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R.R. Barefoot///
B>

Vice President

Agreed to and
Accepted

this ¢ day of
March, 1981

Robert J. Barnes
WW

Ray Branscom, Jr.
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SCHEDULE "A"

Option to Purchase Agreement

X 94L4A Loader
7\ W2k Case Loader

. 2 Pumps

~ Screening Plant & Feeder

v Repaired Panel

X ‘Welder - Trailer mounted

w  Dump truck

Y, 4 Cement Mixers = = O T
—1.Washer .
—Retort & Burner.. ...

——Oven-&-Chemicals ~

———
e S

% Sluice Boxes & Water lines
Grinder & Press
1-Laboratory trailer
-1_.GMC Pickup 4 X &4

Faidore s o 22

§22,000.00
33,000.00
1,200.00
2,000.00
1,000.00
1,500.00
2,500.00
1,600.00
4,000.00
400.00
1,000.00
500.00
500.00
1,800.00

.5,000.00

$75,000.00



SCHEDULE '"'B"

Option to Purchase Agreement

Transit Mix truck $2,500.00
Disher table 7,500.00
Cyanide Plant 5,000.00

$15,000.00



LEASE- DD P LI N

This LEASE made and entered into as of the 13 day
6% February, 1981, by and between ROBERT J. BARNES AND RAY
B2 ANSCOM, JR., hereinaffer referred to as Lessors, and DAVjTEX,'

iNC., hereinfafter referred to as Lessee,

WITNESSETH:

WHEREAS, Lessors are the owners of the following de-
scribed unpatented mining claims and interests in lands covered
thareby, hereinafter referred to as the Subject Premises, which

are situated in Grand County, State of Utah, to-wit:

iy’
DESCRIPTION N\ 0 P, 2
3

Poor Boy Claims # 1-% in Saction 17 &:18;: Lot l, 2 & 3 In Section
16, and Lot 4, 3, & 2 in Section 17. Township 23S, Range 24E.

It is understood by the parties hereto that Lessoxrs
have additional propefties that the parties desire to include
in and make subject to this Lease by way of Addendum at such
time as those additional properties are identified by name and
- notice of location. |

WHEREAS, Lessors are desirous of grantiné'tq Lessee a
.mining 1ease:covering the Subject Premises upon the.terms and
conditions herein contained; and

WHEREAS, Lessee is willing to take and receive such Lease
on the terms and conditions herein set forth;

NOW, THEREFORE,;the parties for such puréﬁse agree as

follows:

GRANT OF LEASE .

For the considerations herein set forth, Lessors hereby

demise, lease and let, and by these presents to demise, lease

4

EXHIBIT : C



and let to Lessee the Subject Premises., tooether with all yights

of way, easements, water and water rights of every kind and
nature which are situated upon OT appurtenant to the Subject
Premises and are useful, convenient or necessary for Lessee in
the exploration, development or nining of any or all of the lands
covered by the Subject Premises and this mining lease and the
milling, processing, concentrating Or refining of gold mined or

extractadlfrom the Subject Premises.
) 8%
TERM OF LEASE

The Lease herein granted shall continue and extend for
five (5) years from the date hereof, to and including 12:00

o'clock noon on the 13 day of February, 1981.
11X
OPTIONS FOR ADDITIONAL PERIODS

Lessors heréby grant Lessee the option to extend this
n;gaée for five (5) additiomal five (5) year periods om the same
terms and conditions as set forth in this Lease Agreement. The
first of said five year periods shall begin with the expiration
of the initial term of this lease and the second five year
period to commence upon the expiration of the first five year
extended peiod if said first five year period has been elected
by Dave-Tex and each succeeding five year period to commence
upon the expiration of the next preceding five year extended
period. 1In the event ﬁave—Tex desires to exercise any of these
addltloval five year extemnsions, it shall notify Lessors tn.
writing. Dave-Tex has the right to continue the five year
extensions until all minerals have been released from the

property.



LEASEAND OGP T IRN

This LEASE made and entered into as of the 13 day

I'n

6f February, 1981, by and between ROBERT J. BARNES AND RAY
524NSCOM, JR., hereinafter referred to as Lessors, and DAVSTEX,

iNC., hereinfafter referred to as Lessee,

WITNESSETH:

WHEREAS, Lessors are the owners of the following de-
scribed uppatented mining claims and interests in lands covered
thereby, hereinafter referred to as the Subject Premlses, which

are situated in Grand County, State of Utah, to-wit:

DESCRIPTION ’\ 6 P

Poor Boy Claims # 1 5 in Section 17 & 18, 1ot 1, 2. & 3 in Section
16, and Lot 4, 3; & 2 in Section 17. Townshlp 233 Range 24E.

It is understood by the parties hereto that Lessors
have additional properties that the parties desire to include
in and make subject to this Lease by way of Addendum at such
time as those additional properties are identified by name and
- notice of locatiom. .

WHEREAS, Lessors are desirous of granting'tp Lessee a
.mining 1ease:covering the Subject Premises upon the'terms and
conditions herein contained; and

WHEREAS, Lessee is willing to take and receive such Lease
on the terms and conditions herein set forth;

NOW, THEREFORE,;the parties for such purpese agree as

follows:

GRANT OF LEASE .

For the considerations herein set forth, Lessors hereby

demise, lease and let, and by these presents to demise, lease
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IV
LESSEE"S RIGHTS IN THE SUBJECT PREMISES

Lessee shall have and isvhereby granted by Lessors the
ex;lusive right:

(a) To enter upon, explore, examine and investigate
the Subject Premisas and to survey, map, test and sample the
Subject Premises and to carry on such geological and geophysical
work with respect thereto as Lessee in his sole judgment and
discretion may desire.

(b) To prospect and search for minerals in an on the
Subject Premises by means of drilling, trenchlno, drifcing,
cross-cutting, raising, and sinking of shafts or winzes and by
~ such -other development of exploratioﬁ meﬁhods, either surface or
underground as Lessee may in his sole judgment and discretion
desire.

(c) To delineate gold ore and to secure cores and samples
from the Subject_Premises at such places and in such quantities
as Lessee shall, in his sole judgment and discretion desire.

::. (d) To mine, extract, mill, process, concentrate,‘refine
or otherwise treat any gold from the Subject Premises in unlimited
quantities and to ship, market, sell or otherwise dispose of the
same, or concentrates produced therefrom, as Lessee in his sole
judgment and discretion may desire.

(e) To construct, install, operate and maintain upon
the Subject Premises such mills, processing, concentrating or
refining plants, roads, power and telephone 11nes, ditches,
camps, hoists, buildings and other structures and facilities as

Lessee may in his sole judgment and discretion desire.



(f) To take any and all other action upon or in con-
asction with the Subject Premises, whether similaxr to actions

sole judgement and dis-
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znca with good mining practices and in a good and miner-like

(g) To perform the annual assessment work required by
lzw on the unpatented mining claims. :

(h) During the period of the operation of a pilot plant
on the subject premises which is under contemplation by the
parties to this lease; Lessee shall have the righ; to operate

said pilot plant under the mining and refining permits of Lessors.
\
ROYALTY

Lessee agrees to pay Lessor 207 royalty. Any royalty
?aid ;o_Lessae by Lessors shall be the designaﬁed per cent of
pat mill or smelter returns. Lessors have the right to receive
said royalties in cash or kind.

The term "net mill or smelter returns" when used herein

sh211l mean the amounts received by Lessee from the smelter or

.

mint which purchases gold mined from the Subject Premises or
concentrates produced therefrom, including all subsidies or
bonuses paid to the Lessee by the smelter or mint or any other

agency with relation to such gold and based upon the quality or

Na]

uzntity thereof, after deducting thereform all charges and
amouﬁts deductéd by the smelter or mint and all sampling and
assaying charges, umpire assay chargés and all railroad, truck
or other haulage charges jncurred for transportation from the
mine to the smelter or mint of the gold so produced and not

otherwise deducted by the smelter or mint.



Royalties payable pursuant to this section shall be paid

@ivaccly to the Lessors by the smelter or the purchaser of the

gold
Lessee agrees to perform and pay for the requisite annual
zssassment work required by law and periorm the annual assessment

-;ork required by law, subject to termination provisions herein

Lessee agrees to kéep an accurate account of all sales
of gold extracted by Lessee from the Subject Premises and con-’
centrrates produced therefrom showing sales, prices, dgtes, purchas-
ers, the mining clalm or mining claims from which removed, the
gross raceipts derived therefrom, charges and amounts deducted by
vthe spelter or mint with relation thereto, all costs of umpire
zssaying paid by Lessee in qqnnection.thérewith, and all railroad
svack or other haulage charges jncurred for tramsportation there-
of from mine to the snelter or mint. All records, books and
2ccounts of Lessee relatlnc to such sales shall be open at all

reasonable times to inspection by Lessors or their authorized

agents.

..

VI

COVENANTS OF LESSORS

Lessors jointly and severally covenant and warrant that
there zre no outstanding royalty obligations oY other payment
obiigations with relation to the Subject Premises. In the event
thet it is hereinafter.determined that any of the Subject Premises
are subject to royalty obligations or other obligations to make
payaént of any type other than the royalty interests herein
reserved to Lessors, Lessors shall assume and pay all such out-
standing royalty payments or other obligations to make'payment
2nd Lessors jointly and severally agree that they will indemnify
2né hold Lessee harmless from any claims by third parties arising

e~

out of such royalty or payment obligations.

-8



In the event that Lessee shall become compelled by court
order or otherwise to make any royalty payments or any other
payments with relation to the mining claims or any of then,
other than the royalty payments which become due and.payable to
Lessors pursuant hereto, Lessee shall have the right to retain
'all royalty payments which thereafter become due and payable to
Lessors hereunder, until such time as Lessee has recovered the
total amount so paid by Lessee pursuant to such court order,
together with interest on the unpaid balance thereof at the rate
of six per cent (6%) per annum.

Retention by Lessee of royalty payments puréuant‘to the -
féregoing paragraph shall not under any circumstances be'deemed
to constitute a default by Lessee hereunder, and the amount SO
retained by Lessee shall for all purposes of determining com-
pliance by Lessee with the provisions'of this mining lease, be
deemed to have been paid to Lessors. The provision of the fore-
going paragraph shall not be deemed to limit or restrict in any
manner the rights of Lessee pursuant to this section. It ds
_intended that the rights granted by the foregoing paragraph are |
“granted as additional protection to Lessee. Lessee shall haﬁe the
right at any time to enforceﬂby appropriate action 2Ll rishts .
granted to Lessee pursuant to and all rights of Lessee arising

out of this section irrespective of the provisions of the fore-

going paragraph.
VII

DEFAULT

Should any default in ény of the terms hereof occur,
Lessors shall give notice to Lessee in writing as hereinafter
provided, designating such asserted default. Lessee shall there-
after have a period of thirty days from the date of receipt of 
such notice within which to correct the defaults of which he has
received notice. Should Lessee fail to correct said deféults within
said thirty (30) day period, Lessors may, at their election, cancel

and terminate this mining lease.

Sk
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LESSEE'S RIGET OF TERMINATION

V]
rh
er
)
r
cr
I

Lessee shall have the right at any t ime

(
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perZormance of the annual assassment WOrkK requirerents for 5

assassment year ending M ) i 19 %4 r to
. U s L

terminats this lease agreement, and subject to the further pro-—-

visions of this article to be free from any and every obligation
ané 1lizbility hereunder or in anvy manner arising out of any term,
covanan: and condition hereof.  IZ Lessee shall elect' to so
tarminate, he shall deliver or mail to Lessors a notice of such
rermination, which shall be effective bf its terms thirty days
afrar the date of such delivery or mailing. Upon termination of
this lease agreement by Lessee as hereinabove providéd, this
lsase agresment shall wholly cease and.end and Lessors shall be

1. Forfeit and retain all payments theretofore mades by

2. Recover immediate possessioﬁ of the Subject Prem—-
ises, subject only tb the right of Lessee to remove his equipment
ané progerty as herein provided, and Lessae shall be fully exon-
erzted, raleased and dischargéd of and from all obligations and

liaziiitiss under this leas= agreement, except only that he

A. Perform the regquired annual labor upon the Subject
Praamisas for the current assessment year, if the effective date
of such termination shall be sixty days or less priot to the end
of such assassment year; and

B. Pay any taxes then levied or assessad upon the
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s2s or upon Lessee's property used or stored there-—

on, or anv other items Lessors are entitled to be paid.



Lessee may at anf time during the 1ife of this lease
agres=mant install upon or remove from the Subject Premises any
tocols, machinery, equipment ard facilities owned oY furnished by
Lessae. Tt is mutually understood and agreed that 1f by the
forafaiture or termination of the rignts of the Lessee hersunder,

Lessee quits possession of the s2id Subject Premises, he or his

'.l-

agents or servants may remove any tools, machinery, eguipment and

facilitias theretofors by Lesses placed upon said Subject Prem-
ises, said removal to be at Lessee's cost and expense and may be
accomplished within six nwntﬁs following the surrender of the -
Subject Dremises, except that in such'event 2ll installed gnder—
.ground timbar, tracks, piping and wiring shall thereupon be and
become the property of Les§ors;

>

IX

NOTICE

Any notice to the Lessors may be given to Robert J.
Barnes, P. 0., Box 313, Cisco, Utah 84515, and to the Lesseae by
giving nctice to Dave-Tex, ¢c/o DelLoss . Patten, 430 East Center

Strest, Salem, Utzh.

FORCE MAJEURE

=

All obligations of Lessee under this mining lease shall
be suspended while, but only so long as and to the extent -that

Lessee is prevented from complying with such obligzations in whole



or in part by strikes, lockouts, acts of God, unavoidable acci-

0

dants, uncontrollable delays by transportation, inability t
cb-z2in necessary materials in open market, lack of a suitable
asa2ilznhle market for sale at 2 profit to Lesse=2 of gold procuced
s-sn ths =ining claims, or of concentrates produced therefrom,
Brc  Bpy stale O local laws, regulations ot orders or cther
sevond the reasonable control of Lesses, whether sinilaz
to-‘t;e mattars herein specifically enumerated or otherwise.
r,assza shall not be required against his will to adjust any labor
éispute or to quastion the validity- of or to refrain from judic=

a1l tegtiag any Federal, State or local law or regulation or

XI
TITLE DISPUTES

‘Notwithstanding anything herein to=;he'contrary, if 2
genuiné'éitle dispute arises or developes with respect to 2ll or
znv oremises and the lands covered thereby, Lesseze shall have the
rizhz at his sole option to relinquish to the Lessois the dis-

put2d osortions or areas of said Subject Premises_which are af-
gzt2d by said adverse claims. . Lessors shali be obligatad to
suwsa Lassee for all royalties which were paid to Lessors for .
£rom the &isputed area OX concentrates produced thexe-
frca or any other damage incurred By Lessee as a result of said
virls dispute. In the event that Lessors fail to reimburse
Lessas 2s orovided in this section, Lessee shall have the right
=5 ratain 211 royalty paymants which thereafter become due here-
under until such time as he has recovered from said retained

ty payments an amount equal to the amount for which Lessors

are2 obligzted to reimburse Lassee as aforesaid, together wich



jnterast on the unpaid baiance théreof at the fate of 8six ‘per
cent (6%) per annul-: The provisions of the iﬁmediately~foregoing
senteﬁce shall not be deemed to limit or restrict in any mannex
the rights of Lessee to bring legal action against Lessors to
~acovar the amounts for which Lessbrs'are obligated tO reimburse
[Lesse=, as nereinabove in this ssction provided, it being underz-
stoodé that the riéhts of Lessee pursuant to this section shall be
cvmulative and not alternative or rastrictive.

Retention by Lessee of royalty payments pursuant to
this section shall not under any circumstance be deemed O cén—
stitute a default by Lessee hereunder and the amount so retained
by Lesse2 shall for.all purposes ©f determining coméliadce by
Less2e:with the provisions of thi; mining lease, be deemed to
have beéen paid to.Lessors:‘

Lessee shall have the right if he so elects to retain
all royalty payments which become due and payable hereunder_with
relation to gold rembvéd from the disputed portions or areas of
said Subject Premises oOr concentrates produced tﬁerefrom until
such time as Lessee has receivad from LessOrsS writﬁen evidence
satisfactory to Lessee that said title dispute has been resolved,
and that Lessors ére legally entitled to receive such royalty
payments.

Lessee shall not be required to pay any royalty pay-—
ments to Lessors concerning any gold produced therefrom :niped'
from disputed areas which Lessee relinguishes pﬁrsuant to this
saction, nor shall Lessee be reguired to pay royalty payments
with relation to gold produced therefrom, mined from disputed

areas which are ultimately determined to be the property of

others.

=10-



XII
ASSIGNABILITY

This mining lease is and shall be binding upon and

inuvre to the benefit of the parties hereto and their respective

successors and assigns. Lessee shall not have the right without

-
—
as

re
(Y

consent of Lessors to sell or assign, all or any part of the
rights of Lessee arising under the terms of this mining lease.

IN WITNESS WHEREOF, the parties have executed this

‘Lease the day and year first above ertten. T
Fon amdaesl 45 ,‘J,mi,fl 1o T acoi 0? Tl —EM i
+ b :T,uyt o\ foAmaduen  LESSORS

}LLJQ/) !
RDBJRL {5;B%RNES ’7KEY BRANSCOM JR.
LESSEE :
DAV-TEX

" By: \)/‘L‘} e -&J‘ ’)h—(/(,*-t'\l

President

LhF e



ADDENDUM

This is an addendum to the contract between Robert
J. Barnes and Roy Branscom, Jr. and Dav-Tex, Inc. dated
February 13, 1981, regarding Poor Boy Claims 1-3.

Under "Grant of Lease'" on page 1 continued on page 2
extraction of all precious metals will be added to the term
gold.

This addendum will explain the terms on page 4, paragraph
(F) "Good Mining Practices' and '""Miner Like Fashion' is gen-
eral terms of a mining contract and refers to all state mining
requirements including taxes, ecology and licenses required
to mine and refine in this state of Utah. It should be under-
stood that the taxes will be paid in proportion to each in-
dividual income from the mine.

This addendum also explains the ”Net Mill and Smelter
Returns' on page 4 under '"Royalty'.

This term means the product produces at the smelter. If
this is not sufficient then it may be shipped to another loca-
tion for final processing to bring it to the finished product.

In case of the gold to 999.5. If this is required then
the shipping and handling costs will be charged in accordance
with the proportion received by each individual i.e. you

would pay 207 of that cost.

Pebruaty 18, 1081 B m e e
Date President
Read and accepted by: DAV-TEX CORPORATION

Lot ] Do
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MINING AND REFINING AGREEMENT

THIS AGREEMENT, made and entered into, effective as of this
day of , 1981, by and between:

DAV-TEX CORPORATION (DT), a Nevada corporation, duly
authorized to do business in the State of Utah, with
temporary offices at:

P.0. Box 293
Moab, Utah 84532

and
Engle Industries, Inc. of Texas, a corporation duly

authorized to do business in the State of Utah, with
its present address at:

This contract may for convenience be referenced by the parties
as the Poor Boy Contract.



WITNESSETH:

WHEREAS, DT heretofore entered into a Lease (which may have an
addendum or addenda attached thereto), all of which are referred to as the
Basic Lease which Basic Lease is dated 13th day of February, 1981; wherein
DT is the Lessee; said Basic Lease is incorporated herein by reference and
marked Exhibit A.

WHEREAS, the parties hereto acknowledge that any agreements they
make with regard to said Basic Lease are subject to provisions of said
Basic Lease; and

WHEREAS, the parties hereto agree that the value of the Lessee's
position presently held by DT must have substantial investment of equipment
and the application of expert knowledge in order to exploit the position of
Lessee profitably; and

WHEREAS, Engle is highly qualified to remove, process and refine
placer or deposits of the type found on the Basic Lease property; and

WHEREAS, the parties hereto agree that Engle shall carry forth
all of the obligations imposed upon DT by the Basic Lease and will be
responsible to DT and to the Lessors under the Basic Lease for the fulfill-
ment of all the conditions of said Basic Lease, all on the terms and condi-
tions set forth hereinafter;

NOW, THEREFORE, in consideration of the mutual promises contained
in this Agreement, the parties hereto agree as follows:



ARTICLE I.

The basic purpose of this Agreement is to conduct open mining
operations for the recovery of precious metals, including gold, silver,
platenates, etc., as well as base metals, from placer or deposits now
existing on the "Basic Lease" property.

This Agreement shall in no way be construed as an Assignment
of the Lessee's interest by DT to Engle.



ARTICLE II.

FORM OF REFINED PRODUCT

Final precious metal products shall be in a form and of a
quality generally acceptable on the market for the particular type of
product involved, but in form and quality to be mutually agreed upon
between the parties hereto, that is miner's bars; Dore bars; London mar-
ketable bars of 999.5 fineness or better; but in any case, as long as the
quantities and values at the date of delivery or settlement (as set forth
hereafter) are equal to the amounts due the Lessors under the Basic Lease
or DT or to Engle, the form in which the product is delivered to the
separate parties shall be at the sole election of such party provided
that notification to Engle or as designated assignee in writing is made
in advance of such delivery.



ARTICLE III.

COMPLIANCE WITH LAWS

The parties hereto each agree to comply with, to the extent
required by their activity, all local, county, state and federal laws,
rules and regulations governing each operation in connection with the
performance of this contract under the terms of the Basic Lease; and
each party shall apply for, acquire and maintain the necessary licensing
and permits applicable to their activity at their separate expense. All
the parties, including the Lessors under the Basic Lease, have agreed to
work harmoniously to cooperate so as to insure continuous legal and
profitable operation of these properties and related activities.



ARTICLE IV.

FINANCIAL SETTLEMENT

Engle agrees to make settlements in full with DT and Lessors
under the Basic Lease, weekly, on each Monday and if Monday is a legal
holiday, then on the next succeeding business day, following the effec-
tive date of this contract in accordance with the following principles:

A.

A1l distributions will be based on gross smelter or
refining recovery yields.

Ten percent (10%) of gross smelter or refining recovery
yields should be paid to Lessors under the Basic Lease
as their sole and exclusive property, to be paid in kind
(in a form to be stipulated by Lessors under the Basic
Lease in advance), or in cash, at the sole election of
the Lessor under the Basic Lease.

Five percent (5%) of gross smelter or refining recovery
yields to be paid to DAV-TEX CORPORATION, a Nevada cor-
poration as its sole and exclusive property for all
purposes and is to be paid in kind (in a form to be
stipulated by DT in advance as set forth previously in
this Agreement), or in cash at its sole election.



ARTICLE V.
DETAILS WITH REGARD TO OPERATION

A1l mining, milling and refining operations shall be subject to
normal procedures governing mining, milling and refining operations, but
in any case will include the following:

A.

The Lessors under the Basic Lease, as well as DT, shall
have the right to have at least one individual on the
premises or on-site during any stage of the operations
wherever located, said individual to be known as an
"inspector", and each inspector shall be the cost of the
party so designating the inspector.

Each party in this Agreement and the Lessor under the
Basic Lease shall have the right to take random samplings
of material at any stage of operations, provided however,
that such samplings shall not interfere with ongoing
activities and shall not constitute a safety hazard as
defined by M.S.H.A. Rules and Regulations; each party
shall have the right to have such samplings assayed by
duly certified and qualified precious metal laboratories
or facilities so as to determine expected or final yields

of precious metals from materials covered by this Agreement.

In the event of any dispute over settlements or values,
the parties hereto will submit such dispute to a duly
qualified arbitration panel in accordance with the rules
of the American Arbitration Association and judgment
upon the award may be entered in any court having juris-
diction thereof. The costs of the proceedings shall be
borne equally by the parties. Unless otherwise agreed
upon, the place of the arbitration proceedings shall be
Salt Lake City, Utah. This arbitration clause shall not
only apply to the provisions of this Article of the
Agreement, but to a controversial claim arising out of any
part of this Agreement.



ARTICLE VI.

LESSEE REPRESENTATION

DT agrees and stipulates that it has the full legal control, as
Lessee, of the property described in the Basic Lease all on the terms and
conditions set forth in the Basic Lease together with the terms and con-
ditions of any addendum, or addenda, attached to said Basic Lease; and
that its rights as Lessee are free and clear of any encumbrance of any
kind or nature, which would prevent for any reason the free access of
Engle, its associates, employees or representatives to said property for
the purposes of carrying out this Agreement.



ARTICLE VII.

RESTRICTIONS ON DISPOSITION OF INTEREST ON

CONTRACT BY PARTIES TO THIS AGREEMENT

Each party agrees that in the event it sells, disposes, leases,
or encumbers any of the property or profits anticipated from their respec-
tive operations under this Agreement, that such sale, disposition, lease,
or encumbrance shall be subject to the provisions of this Agreement; and
each agrees to notify the other or any major transaction effecting its
interest in this Agreement, or which might affect this property in the
future.



ARTICLE VIITI.

This Agreement is intended to supersede and replace any prior
oral or Letter Agreements made by the parties prior hereto; any changes
herein or any amendments to this Agreement, shall not be effective unless,
in writing, subscribed to by both parties. This Agreement has been exe-
cuted in multiple counterparts, each of which shall be deemed an original.

IN WITNESS WHEREOF, the parties hereto have executed this
Agreement this _day of , 1981, but the effective
date hereof shall be the day of , 1981.

DAV-TEX CORPORATION

BY:

H. R. Davidson, President

Engle Industries, Inc.

BY :

James S. Swope

BY:

Scott Morrison

= 110
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GRANT OF LEASE

For the considerations herein set forth, Lessors hereby
demise, lease and let, and by these presents to demise, lease and
let to Lessee the Subject Premises, together with all rights of
way, easements, water and water rights of every kind and nature
which are situated upon or appurtenant to the Subject Premises
and are useful, convenient or necessary for Lessee in the explor-
ation, development or mining of any or all of the lands covered
by the Subject Premises and this mining lease and the milling,
processing, concentrating or refining of gold mined or extracted

from the Subject Premises.
11
TERM OF LEASE

The Lease herein granted shall continue and extend for
five (5) vyears from the date hereof, to and including 12:00

o'clock noon on the day of November, 1985.
ITI
OPTIONS FOR ADDITIONAL PERIODS

Lessors hereby grant Lessee the option to extend this
lease for five (5) additional five (5) year periods on the same
terms and conditions as set forth in this Lease Agreement. The
first of said five year periods shall begin with the expiration

of the initial term of this lease and the second five year period



- to commence upon the expiration of the first five year extended
period if said first five year period has been elected by Dave-
Tex and each succeeding five year period to commence upon the
expiration of the next preceding five year extended period. 1In
the event Dave-Tex desires to exercise any of these additional

five year extensions, it shall notify Lessors in writing.
v
LESSEE'S RIGHTS IN THE SUBJECT PREMISES

Lessee shall have and is hereby granted by Lessors the
exclusive right:

(a) To enter upon, explore, examine and investigéte
the Subject Premises and to survey, map, test and sample the
Subject Premises and to carry on such geological and geophysical
work with respect thereto as Lessee in his sole Jjudgment and
discretion may desire.

(b) To prospect and search for minerals in and on the
Subject Premises by means of drilling, trenchihg, drifting,
cross—cutting, raising, and sinking of shafts or winzes and by
such other development or exploration methods, either surface or
underground as Lessee may in his sole Jjudgment and discretion
desire.

(c) To delineate gold ore and to secure cores and
samples from the Subject Premises ét such places and in such
quantities as Lessee shall, in his sole judgment and discretion,
desire.

(4d) To mine, extract, mill, process, concentrate,
refine or otherwise treat any gold from the Subject Premises in
unlimited quantities and to ship, market, sell or otherwise

dispose of the same, or concentrates produced therefrom, as



Lessee in his sole judgment and discretion may desire.

(e) To construct, install, operate and maintain upon
the Subject Premises such mills, proéessing, concentrating or
refining plants, roads, power and telephone 1lines, ditches,
camps, hoists, buildings and other structures and facilities as

Lessee may in his sole judgment and discretion desire.

(f) To take any and all other action upon or in con-

nection with the Subject Premises, whether similar to actions
described above or not, as Lessee in his sole judgment and dis-
cretion may desire, it being understood that Lessee agrees to
conduct all mining operations on the Subject Premises in accord-
ance with good mining practices and in a good and miner-1like
fashion.

(g) To perform the annual assessment work required by
law on the unpatented mining claims.

(h) During the period of the operation of a ?ilot
plant on the subject premises which is under contemplation by the
parties to this lease, Lessee shall have the right to operate
said pilot plant under the mining and refining permits of Les-

SOrs.

ROYALTY

Lessee agrees to pay Lessors royalties determined as
follows with relation to any gold mined from the Subject Premises
or .concentrate produced therefrom and sold: In the event that
the gold recovered from the claims designated herein amounts to
three-fourths (3/4) ounce or less per ton, then and in that event
a royalty of ten per cent (10%) will be paid to Lessors; in the

event that the gold recovered exceeds three-fourths (3/4) ounce



per ton, then and in that event a twenty per cent (20%) royalty
shall be paid in the designated percentage referred to. Any
royalty paid to Lessee by Lessors shall be the designated per
cent of net mill or smelter returns (as that term is hereinafter
defined) received by Lessee from the sale of any shipment of
gold. a£~ M NM

The term "net mill or smelter returns" when used herein
shall mean the amounts received by Lessee from the smelter or
mint which purchases gold mined from the Subject Premises or
concentrates produced therefrom, including all subsidies or
bonuses paid to the Lessee by the smelter or mint or any other
agency with relation to such gold and Based upon the quality or
quantity thereof, after deducting therefrom all charges and
amounts deducted by the smelter or mint and all sampling and
assaying charges, umpire assay charges and all railroad, truck or
other haulage charges incurred for transportation from the mine
to the smelter or mint of the gold so produced and not otherwise
deducted by the smelter or mint. |

Royalties payable pursuant to this section shall be
paid directly to the Lessors by the smelter or the purchaser of
the gold.

Lessee agrees to perform and pay for the requisite
annual assessment work required by law and perform the annual
assessment work required by law, subject to termination provis-
ions herein contained.

Lessee agrees to keep an accurate account of all sales
of gold extracted by Lessee from the Subject Premises and concen-
trates produced therefrom showing sales, prices, dates, purchas-
ers, the mining claim or mining claims from which removed, the
gross receipts derived therefrom, charges and amounts deducted by
the smelter or mint with relation thereto, all costs of umpire

assaying paid by Lessee in connection therewith, and all railroad



track or other haulage charges incurred for transportation there-
of from mine to the smelter or mint. All records, books and
accounts of Lessee relating to such sales shall be open at all
reasonable times to inspection by Lessors or their authorized

agents.

VI

COVENANTS OF LESSORS

Lessors jointly and severally covenant and warrant that
there are‘ no outstanding royalty obligations or other payment
obligations with relation to the Subject Premises. In the event
that it is hereinafter determined that any of the Subject Prem-
ises are subject to royalty obligations or other obligations to
make payment of any type other than the royalty interests herein
reserved to Lessors, Lessors shall assume and pay all such out-
standing royalty payments or other obligations to make payment
and Lessors jointly and severally agree that they will indemnify
and hold Lessee harmless from any claims by third parties arising
out of such royalty or payment obligations.

In the event that Lessee shall become compelled by
court order or otherwise to make any royalty payments or any
other payments with relation to the mining claims or any of them,
other than the royalty payments which become due and payable to
Lessors pursuant hereto, Lessee shall have the right to retain
all royalty payments which thereafter become due and payable to
Lessors hereunder, until such time as Lessee has recovered the
total amount so paid by Lessee pursuant to such court order,
together with interest on the unpaid balance thereof at the rate

of six per cent (6%) per annum. -
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Retention by Lessee of royalty payments pursuant to the
foregoing paragraph shall not under any circumstances be deemed
to constitute a default by Lessee hereunder, and the amount so
retained by Lessee shall for all purposes of determining comp-
liance by Lessee with the provisions of this mining lease, be
deemed to have been paid to Lessors. The provision of the fore-
going paragraph shall not be deemed to limit or restrict in any
manner the rights of Lessee pursuant to this section. it s
intended that the rights granted by the foregoing paragraph are
granted as additional protection to Lessee. Lessee shall have
the right at any time to enforce by appropriate action all rights
granted to Lessee pursuant to and all rights of Lessee arising
out of this section irrespective of the provisions of the fore-

going paragraph.

NVII

DEFAULT

Should any default in any of the terms hereof occur,
Lessors shall give notice to Lessee in writing as hereinafter
provided, designating such asserted default. Lessee shall there-
after have a period of thirty days from the date of receipt of
such notice within which to correct the defaults of which he has
received notice. Should Lessee fail to correct said defaults
within said thirty (30) day period, Lessors may, at their elec-

tion, cancel and terminate this mining lease.



VIII
LESSEE'S RIGHT OF TERMINATION

Lessee shall have the right at any time after the

performance of the annual assessment work requirements for the

assessment year ending M / 319 ?/ » to
i ¥,

terminate this lease agreement, and subject to the further pro-

visions of this article to be free from any and every obligation
and liability hereunder or in any manner arising out of any term,
covenant and condition hereof. If Lessee shall elect to so
terminate, he shall deliver or mail to Lessors a notice of such
termination, which shall be effective by its terms thirty days
after the date of such delivery or mailing. Upon termination of
this lease agreement by Lessee as hereinabove provided, this
lease agreement shall wholly cease and end and Lessors shall be
entitled to: | l

1. Forfeit and retain all payments theretofore made by
Lessor; and

2. Recover immediate possession of the Subject Prem-
ises, subject only to the right of Lessee to remove his equipment
and property as herein provided, and Lessee shall be fully exon-
erated, released and discharged of and from all obligations and
liabilities wunder this lease agreement, except only that he
shall:

A. Perform the required annual labor upon the Subject
Premises for the current assessment year, 1if the effective date
of such termination shall be sixty days or less prior to the end
of such assessment year; and

BS Pay any taxes then 1levied or assessed upon the
Subject Premises or upon Lessee's property used or stored there-

on, or any other items Lessors are entitled to be paid.



Lessee may at any time during the life of this lease
agreement install upon or remove from the Subject Premises any
tools, machinery, equipment and facilities owned or furnished by
Lessee. It is mutually understood and agreed that if by the
forefeiture or termination of the rights of the Lessee hereunder,
Lessee quits possession of the said Subject Premises, he or his
agents or servants may remove any tools, machinery, equipment and
facilities theretofore by Lessee placed upon said Subject Prem-
ises, said removal to be at Lessee's cost and expense and may be
accomplished within six months following the surrender of the
Subject Pfemises, except that in such event all installed under-
ground timber, tracks, pPiping and wiring shall thereupon be and

become the property of Lessors.
IX
NOTICE
Any notice to the Lessors may be given to Robert J.
Barnes, P. 0. Box 313, Cisco, Utah 84515, and to the Lessee by

giving notice to Dave-Tex, c/o DeLoss H. Patten, 430 East Center

Street, Salem, Utah.

FORCE MAJEURE

All obligations of Lessee under this mining lease shall
be suspended while, but only so long as and to the extent that

Lessee is prevented from complying with such obligations in whole



or in part by strikes, lockouts, acts of God, unavoidable acci-
dents, uncontrollable delays by transportation, inability to
obtain necessary materials in open market, lack of»a suitable
available market for sale at a profit to Lessee of gold produced
from the mining claims, or of concentrates produced therefrom,
and any state or 1local laws, regulations or orders or other
matters beyond the reasonable control of Lessee, whether similar
to the /matters herein specifically enumerated or otherwise.
Lessee shall not be required against his will to adjust ény labor
dispute or to question the validity of or to refrain from judic-
ally testing any Federal, State or local law or requlation or

rule.
XI
TITLE DISPUTES

Notwithstanding anything herein to the contrary, if a
genuine title dispute arises or developes with respect to all or
any premises and the lands covered thereby, Lessee shall have the
right at his sole option to relinquish to the Lessors thg dis-
puted portions or areas of said Subject Premises which are af-
fected by said adverse claims. Lessors shall be obligated to
reimburse Lessee for all royalties which were paid to Lessors for
gold mined from the disputed area or concentrates produced there-
from or any other damage incurred by Lessee as a result of said
title dispute. In the event that Lessors fail to reimburse
Lessee as provided in this section, Lessee shall have the right
to retain all royalty payments which thereafter become due here-
under until such time as he has recovered from said retained
royalty payments an amount equal to the amount for which Lessors

are obligatéd to reimburse Lessee as aforesaid, together with
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interest on the unpaid balance thereof at the rate of six per
cent (6%) per annum. The provisions of the immediately foregoing
sentence shall not be deemed to limit or restrict in any manner
the rights of Lessee to bring legal action against Lessors to
recover the amounts for which Lessors are obligated to reimburse
Lessee, as hereinabove in this section provided, it being under-
stood that the rights of Lessee pursuant to this section shall be
cumulative and not alternative or restrictive. -

Retention by Lessee of royalty payments pursuant to
this section shall not under any circumstance be deemed to con-
stitute a default by Lessee hereunder and the amount so retained
by Lessee shall for all purposes of determining compliance by
Lessee with the provisions of this mining lease, be deemed to
have been paid to Lessors.

Leésee shall have the right if he so elects to retain
all royalty payments which become due and payable hereunder with
relation to gold removed from the disputed portions or areas of
said Subject Premises or concentrates produéed therefrom until
such time as Lessee‘has received from Lessors written evidence
satisfactory to Lessee that said title dispute has been resolved,
and that Lessors are legally entitled to receive such roYalty
payments.

Lessee shall not be required to pay any royalty pay-
ments to Lessors concerning any gold produced therefrom mined
from disputed areas which Lessee relinquishes pursuant to this
section, nor shall Lessee be required to pay royalty payments
with relation to gold produced therefrom, mined from disputed
areas which are ultimately determined to be the property of

others.
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- & This mining lease is and s

XEL

ASSIGNABILITY
,@/«,&qi B0k L( it it
hall be binding upon and
inure to the benefit of the parties hereto and their respective
heirs, executors, administrators, personal representatives,
successors and assigns. Lessee shall have the right without the
consent of Lessors to sell or assign, all or any part of the
rights of Lessee arising under the terms of this mining lease.
IN WITNESS WHEREOF, the parties have executed this

Lease the day and year first above written.
\

o oy Nl

ROBERT J. BARNES RAY BRANSCOM, JR.

LESSEE:

DAVE-TEX

By: E;E§¥'1/Qg"gL-Q::&:=§:3L£§t~
¥ President
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